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Disclosures
On Mar. 2, the Governmental Accounting
Standards Board issued a proposed technical
bulletin, Disclosure about Year 2000 Issues-an
Amendment of Technical Bulletin 98-1. State
and local governments’ disclosures about their
y2k efforts have been well received by
financial statement users, according to
Tom L. Allen, chairman of the GASB,
which last year began requiring those
disclosures. “However,” Mr. Allen said,
“concern about the uncertainty of the
year 2000 environment has led some govern
ments to receive a qualified opinion on their
financial statements from their auditors.”
The AICPA, which develops standards for
auditors, and the GASB have been working
closely together to resolve audit concerns. The
GASB is now proposing to revise its technical
bulletin on the year 2000 disclosures.
The actual disclosures remain basically
the same as in the prior technical bulletin, but
the revised bulletin makes clear that the dis
closures were not meant to assure that the
government would be year 2000 compliant;
they were meant only to provide information
about what the government was doing to
address the issue. The revised bulletin also
will allow governments to put the disclosures
either in “required supplementary informa
tion” or the notes to the financial statements.
Previously, the disclosures were required to
be in the notes.
The GASB expects to act on a final bul
letin at its Apr. meeting. The revised technical
bulletin was circulated for public comment
for 15 days (the comment deadline was Mar.
17). The document is available at the GASB
Web site under Exposure Drafts.

year
2000

www.gasb.org
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ance for auditors as soon as the new bul
letin is adopted.
The AICPA’s guidance would cover
appropriate reporting options, given the par
ticular circumstances of the governmental
entity. If an entity’s y2k disclosures were
reported as required supplementary informa
tion, they would not be considered part of the
basic financial statements. Conse
quently, any report on required supple
mentary information would not affect
the auditor’s opinion on the financial
statements.
“The information provided by the
revised technical bulletin will assist users of
governmental financial statements in under
standing the entity’s efforts to address y2k
issues,” said Deborah Lambert, Chair of the
AICPA Auditing Standards Board. “The
GASB’s clarification of these disclosure
requirements will benefit users, preparers and
the auditors.”
Look for the guidance at the AICPA
Web site.

AICPA to Issue Y2K Guidance
Following the GASB’s proposal to revise
its technical bulletin on y2k issues, the
AICPA announced that it will publish guid

www.aicpa.org

State Auditors Release the
Results of Survey on Y2K
Compliance
A National State Auditors Association
(NSAA) survey of state efforts to address the
y2k challenge provides a snapshot of the
compliance status of the 27 states that partic
ipated. The survey was developed to allow
state governments to share information and
solutions.
The NSAA Year 2000 Compliance
Effort survey is available on the Illinois
auditor general Web site, www.state.il.us./
auditor, and through the National
Association of State Auditors, Comptrollers
and Treasurers. Contact Steve Kenneally for
additional information.
202/624-5451
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MIG Chair’s
Chat Room
By Beryl Davis, Chair
AICPA Members in
Government Committee

In the Jan. 1999 supple
ment, I shared with you
my excitement about the
future of our profession
and the strategic initiatives
of the Members in
Government Committee.
Our agenda to move CPAs
in government toward the CPA Vision for
the future includes a project to interpret the
meaning of the Vision for government
members. Although this is still a work in
progress, my enthusiasm cannot be con
tained. Therefore, I want to share with you
the committee’s preliminary interpretations
of the AICPA’s top five core values, core
services and core competencies.
Core Values

CPAs in government face many of the same
challenges as CPAs in public practice and
industry, and thus, their core values are the
same. The fact that CPAs in government
serve the public trust only reaffirms the
importance of the core values of compe
tence, integrity, objectivity, attunement to
broad business issues and continuing edu
cation and life-long learning.
Core Services

Assurance and information integrity. CPAs
in government have earned a unique level of
trust from their employers. Information they
prepare or audit is used to make public pol
icy and economic decisions that affect the
citizenry as a whole. CPAs in government
provide assurances to their government enti
ties in many ways, including:
• Appraising the soundness and adequacy
of management controls;
• Reviewing information systems for
integrity and effectiveness; and
• Assuring compliance with federal/
state/local rules and regulations.
Technology services. CPAs in gov

ernment help entities
understand the need to
prioritize their efforts to
remain current in a tech
nologically changing
marketplace. The public’s
confidence in govern
ment can be significantly
enhanced when govern
ment CPAs share their
knowledge and under
standing of internal con
trol issues relating to
implementing technolog
ical improvements.
Management con
sulting and performance management.
CPAs in government provide a broad range
of consultation services. They evaluate and
make recommendations on governmental
operations, activities and functions. They
assist government entities in developing
performance measures and analyzing
effectiveness.
Financial planning. CPAs in govern
ment are able to bring a business perspec
tive to managing investments and cash
flows, monitoring financial conditions and
contributing to the development of cost
effective operations. They are key players
in budgeting, legislative support and other
financial analyses.
International services. CPAs in gov
ernment are involved in international stan
dard setting as public sector representatives
for international organizations. They also
assist in foreign policy areas. For example,
CPAs in government are:
• Researching the impacts of foreign cur
rency fluctuations on U.S. trade;
• Analyzing the economic effect of inter
national treaty proposals; and
• Determining whether a foreign govern
ment’s solvency influences its ability to
repay U.S. debt.
Core Competencies

Communication and leadership skills.
CPAs in government are communicating
in an easily understood manner their inno
vative ideas for helping governments
work smarter and better. They have not
only the ability but also the responsibility

AICPA
to present information in a clear and com
prehensible manner.
Strategic and critical thinking. CPAs
in government are able to link data, knowl
edge and insight to provide quality advice
for strategic decision making. They are
executives and financial professionals who
go beyond the numbers to understand the
challenges their organizations face.
Focus on the customer, client and
market. CPAs in government hold a very
unique position because as taxpayers and
citizens, they are their own customers. This
knowledge and understanding of cus
tomers’ needs is used to design solutions to
issues from the inside out. By understand
ing the overall effects of potential changes,
CPAs in government are in a position to
better assess the outcomes of planned
improvements.
Interpretation of converging informa
tion. CPAs in government are increasingly
called upon to provide information on the
costs of various programs and activities,
and to link those costs to “outputs” and
“outcomes” in an accountability report.
Technologically adept. CPAs in gov
ernment add value by understanding the
changing role of technology and how to
implement its use in the process of effective
government. They are instrumental in the
design, development and implementation of
technology improvements that aid govern
ments in enhancing their business practices
and providing more efficient services to
their constituents.
What you have just read is only a sneak
preview. Future issues of this supplement
will communicate the committee’s progress
in implementing other key strategic initia
tives. The CPA Vision has meaning for all
CPAs, including those in government. It
certainly is an exciting time to be a CPA.
If you have ideas you want to share
with the committee, please do not hesitate
to contact me at the e-mail address or fax
number listed below.
bdavis@ ci.orlando.fl.us

407/246-2878

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Joseph F. Moraglio, supplement editor
Ellen J. Goldstein, CPA Letter editor
703/281-2037; e-mail: Moraglio@mindspring.com
212/596-6112; e-mail: egoldstein@aicpa.org
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AICPA
GASB Issues
Statement No. 33 on
“Nonexchange”
Transactions
At year-end, the GASB issued GASB
Statement No. 33, Accounting and Financial
Reporting for Nonexchange Transactions,
which specifies the accounting and
reporting for “nonexchange” transac
tions involving financial or capital
resources. These transactions include
most taxes, grants and donations. The
statement is effective for periods
beginning after June 15, 2000.
The timing of financial statement
recognition will depend on the nature of the
nonexchange transaction as well as the
basis of accounting (accrual or modified
accrual). The GASB has identified four
classes of nonexchange transactions:
• Derived tax revenues, such as sales and
income taxes.

Imposed nonexchange revenues, such as
property taxes and fines.
Government-mandated nonexchange
transactions, such as federal or state pro
grams that are required of state or local
governments.
Voluntary nonexchange transactions,
such as most grants, appropriations,
donations and endowments.
For revenue recognition on the
modified accrual basis, resources
also should be “available,” as
defined in existing standards.
Copies of the statement can be
obtained from the GASB Order
Department, 401 Merritt 7, P.O.
Box 5116, Norwalk, Conn. 06856-5116.

800/748-0659

gasbpubs@gasb.org

FASAB Issues Four New
Standards
Since the end of last year, the Federal Accounting Standards
Advisory Board has issued three new standards. A fourth state
ment of federal financial accounting standards has been sent to
Congress for a required review.

• SFFAS No. 10, Accounting for Internal Use Software; June
1998. SFFAS No. 6, Accounting for Property,
Plant, and Equipment (PP&E), provided standards
for internally developed software only. SFFAS No.
10 rescinds the provisions of SFFAS No. 6 for that
software and provides consistent treatment for all
internal use software—purchased off-the-shelf
from commercial vendors, commercially devel
oped or internally developed. Internal use software is consid
ered general PP&E and a long-lived operating asset which
should be capitalized and depreciated. After the mandatory 45day congressional review, SFFAS No. 10 will be issued by the
Office of Management and Budget and the General
Accounting Office. It will be effective for fiscal year 2001.
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Richard Tracy Named to
the GASB
Richard C. Tracy, director of audits for the
city of Portland, Ore., has been named to
the GASB, effective July 1. He replaces
Barbara Henderson, former finance director
of Fullerton, Calif., who is retiring from the
board. Except for the chairman, GASB
members work part-time and are permitted
to remain with their current employers.

Paul Reilly Reappointed
to GASB
Paul R. Reilly, a member of the GASB since
1995, has been reappointed to a five-year
term effective July 1. The reappointment
was announced by Manuel H. Johnson,
chairman and president of the Financial
Accounting Foundation, which is responsi
ble for funding, overseeing and appointing
members of the Financial Accounting
Standards Board and the GASB.

PP&E. The standard also reclassifies space exploration
equipment as general rather than stewardship PP&E.
Because of the urgency affecting this standard, legislation
enacted waived the 45-day congressional review. It is effec
tive for fiscal year 1999.

SFFAS No. 12, Recognition of Contingent Liabilities Arising
from Litigation: An Amendment of SFFAS 5, Accounting for
Liabilities of the Federal Government; Dec. 1998. This stan
dard provides an exception to the contingent liability standard
for recognizing loss contingencies for pending or
threatened litigation and unasserted claims. Such
loss contingencies would recognize a liability when
a future outflow or other sacrifice of resources is
“likely” to occur rather than when such outflow is
“more likely than not” to occur, which is the thresh
old required by SFFAS No. 5 for other types of con
tingencies. It is effective for fiscal year 1998.

FASAB
update

• SFFAS No. 11, Amendments to Accounting for Property,
Plant, and Equipment (PP&E)-Definitional Changes; Dec.
15, 1998. This standard amends the definition of federal
mission PP&E in SFFAS No. 6 and SFFAS No. 8,
Accounting for Stewardship Reporting, as national defense

SFFAS No. 13, Deferral of Paragraph 65.2-Material Revenuerelated Transactions Disclosures; Amending SFFAS 7,
Accounting for Revenue and Other Financing Sources; Jan.
1999. This standard defers the provisions of paragraph 65.2 of
SFFAS No. 7 that require detailed information disclosures by
entities that collect taxes for the federal government. The
FASAB will further study the issues surrounding the nature,
usefulness and difficulty of providing the information. The
reporting requirements in paragraph 65.2 are deferred until fis
cal year 2001.
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AICPA,
updated later this year. Future issues of this supplement will pro
vide further details.

AICPA to Update Governmental Illustrative

Restricted-Use Reports
The AICPA Auditing Standards Board issued Statement on
Auditing Standards No. 87, Restricting the Use of an Auditor’s
Report (see The CPA Letter Members in Government Supplement,
Feb./Mar 1999). Since many of the auditor reports issued under
Government Auditing Standards and OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit
Organizations, are affected by SAS No. 87, the AICPA
has updated the illustrative reports on its Web site and
faxback.

www.aicpa.org/belt/al33main.htm.

The illustrative reports contained in SOP 98-3, Audits of
States, Local Governments, and Not-for-Profit Organizations
Receiving Federal Awards, and the AICPA Audit and Accounting
Guide, Audits of State and Local Governmental Units, will be

Emerging Capital Risk Study
The National Association of State Auditors,
Comptrollers and Treasurers released the
results of a study on investment risk in
emerging capital markets (ECMs)
that was intended to provide infor
mation that would be instrumental in
helping administrators of public pen news &
sion funds establish or refine policies
and procedures for investment in
ECMs.
The study indicates that while some
officials of large public pension funds have
a high level of knowledge of the character
istics and risks associated with ECMs,
many others are unfamiliar with them.
Copies of the report are available
through NASACT. Requests may be
faxed. For further information contact
Albert A. Hrabak.
606/278-0507

606/276-1147

Highlights of “Yellow Book”
Advisory Council Meeting
The Advisory Council on Government
Auditing Standards (the “yellow book”)

The y2k issue has prompted the AICPA to update its publication,
“Unofficial OMB Circular A-133 Frequently Asked Questions and
Answers.” The update comes in response to questions
that have been raised about the auditor’s responsibility
for testing compliance in an audit subject to OMB
Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, in light of y2k provi
sions that appear in certain federal grants and con
tracts. New questions have been added that specifically describe the
issue and the auditor’s responsibilities. A copy of the document can
be obtained from the AICPA Web site or the faxback.

ca counting
& auditing
news

201/938-3787, document no. 311

NASACT Releases Results of

AICPA Updates A-133 Q&A Document
for Y2K Issue

www.aicpa.org/belt/a133main.htm.

201/938-3787, document no. 330

met on Feb. 22 in Washington, D.C.
Following is a summary of some of the
issues discussed.
Technology. The council, after dis
cussing the comment letters received on the
technology exposure draft, recommended
that the Comptroller General issue
the standard as an amendment to the
1994 yellow book. However, staff
was
asked to add a section explain
notes
ing the rationale for the standard and
to reconsider the effective date
before finalizing the revision.
The standard, when finalized, will
require auditors to document in the working
papers the basis for assessing control risk at
the maximum level for assertions related to
material account balances, transaction
classes and disclosure components of finan
cial statements when such assertions
depend significantly on computerized infor
mation systems.
Internal control. The council, after
discussing the comment letters received on
the auditor communication exposure draft,
recommended further revision and discus
sion before finalizing the standard. While
the council concurred on the addition of the
field work portion of the proposal regarding
when the communication takes place and
what the auditor needs to communicate,
members suggested some further clarifica

tion was needed about with whom the audi
tor needs to communicate.
Members suggested that the staff
accordingly modify the paragraph linking
the auditors’ opinion to the reports on com
pliance and internal control to recognize the
importance of these additional reports.
They asked that this modification be pre
sented at the next council meeting.
Independence. The council discussed
a proposed exposure draft to the indepen
dence standard, focusing on government
auditors’ organizational independence.
Generally, the council concurred that the
yellow book proposal should parallel the
AICPA’s recent revision to its Code of
Professional Conduct but should retain the
concepts of reporting audit results and
accountability to a legislative body.
FASAB recognition. The council was
informed about AICPA actions on this
issue. The council was provided the criteria
approved by the AICPA Board of Directors
and the evaluation committee to assess the
processes and standards of the Federal
Accounting Standards Advisory Board and
to be used in considering recognition of
FASAB as an accounting standard-setting
organization.
The council agreed to meet on the fol
lowing dates: June 14—15; Oct. 18-19; and
Feb. 21-22, 2000.

